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Case Study (01/20) Rizal Commercial Banking
Corporation (RCBC)
“He said, she said.......” : The RCBC money
laundering scandal

“The ongoing RCBC money laundering investigation has evidently become
a topic of conversation from New York to Singapore.......That should come
as no surprise given the magnitude of the crime, but unfortunately not many
people here seem to have grasped yet just how damaging this is to the
country. The sad reality is that the all-too-typical way this scandal is being
addressed only serves to camouflage the relatively simple, broad facts of the
case, and almost certainly won’t lead to the swift decisive solutions the
country needs to implement to avoid becoming a financial pariah.” (Ben
Kritz, Manila Times March 18, 2016)
RCBC
The bank was established in 1960, and is currently one of the largest
universal banks in the Philippines with a total consolidated resources of
P517B as of 2015. RCBC is majority owned by the Yuchengco Group of
Companies (YGC) which owns a wide range of business interests such as
Malayan Insurance, EEI Corporation, educational institutions and vehicle
dealerships among others. The Yuchengco group was embroiled previously
in a highly publicized collapse of its affiliate company Pacific Plans Inc.
(PPI), an educational pre-need firm that was established in 1986 and
eventually collapsed in 2005. A pending class action suit filed by the plan
holders remain unresolved as of 2016.
The Board of Directors (as of 2016)
Ambassador Alfonso T. Yuchengco – Honorary Chairman
Helen Y. Dee – Chairperson
Cesar E. Virata – Corporate Vice Chairman

Lorenzo V. Tan – President/CEO
Atty. Teodoro D. Regala – Director
Atty. Wilfrido E. Sanchez – Director
Atty. Ma. Celia F. Estavillo – Director/Corporate Secretary
T. C. Chan – Director
Richard A. Westlake – Director
John Law – Director
Yuh Shing Peng – Director
Antonio L. Alindogan Jr. – Independent Director
Franciso C. Eizmendi Jr. – Independent Director
Armando M. Medina – Independent Director
CEO Lorenzo Villanueva Tan
Tan has been the CEO and President of RCBC since 2007. He was
responsible for the growth of RCBC universal bank. Through Tan’s
leadership, RCBC garnered many awards from international institutions as
one of the best banks in the country. Tan has extensive experience both here
and abroad. He was the former President of PNB (2002- 2005), UCPB
(1998-2002) and had various executive positions in Citibank N.A. and
Citibank Singapore. He was Chairman of the Asian Bankers Association
(2012-2014) and is the incumbent President of the Bankers Association of
the Philippines, a position he took over in 2013. Tan is a is a graduate of De
La Salle University and holds a Masters degree from Kellogg Graduate
School of Management in the USA. His brother Nestor Tan, is the current
President of BDO Universal Bank.
At the onset of the controversy in late February, RCBC’s Board of Directors
(BOD) have reassured Tan that he still had their trust and confidence.
However, on March 24, 2016, it was reported that Tan went to go on leave
so that he could focus on clearing his name and help with the investigation.
On April 20, 2016, the head Treasury Raul Victor Tan resigned as the bank’s
Treasurer and Vice President.
Anti-Money Laundering Council (AMLA)
On March 11, 2016, the AMLA filed a complaint against Maia SantosDeguito, branch manager of RCBC in Jupiter St., Makati City, for allowing
withdrawal of the funds on Feb. 5 and 9, 2016 despite requests from
Bangladesh to stop the transfers. The Bangladesh Central bank requested for
a stop payment but Deguito purportedly proceeded with the transaction.

The money (US$81M) was electronically transferred out of Bangladesh’s
account at the Federal Reserve Bank of New York, and eventually
transferred to RCBC. Four bogus accounts were opened in RCBC to enable
the necessary transfers to a single account and sent to a foreign exchange
broker called Philrem Service Corporation. From Philrem, US$30M were
delivered in cash to Kim Wong, a Filipino Chinese man who is allegedly a
casino junket operator. The money trail ended at several casinos (one of
which is Solaire), which are lightly regulated (Case in point. Casinos are
exempt from many AMLA requirements).
The scandal over the laundering of US$81M stolen by hackers through the
local banking system has opened the door for more speculations that the
Philippines is a dirty money haven.
Share prices of RCBC dropped almost 14 percent from late February to late
March of 2016.
Senate Hearing: Let The Chips Fall Where They May.....
The senate hearing on the money laundering scandal started on March 16,
2016, a few days after the complaint filed against Deguito by AMLA.
Deguito accused the bank’s president, Lorenzo Tan, that he knew about the
illegal transaction involving his alleged friend Kim Wong who owns one of
the bank accounts used in moving millions of dollars stolen by unknown
hackers from the Bank of Bangladesh and laundered in casinos. Tan
vehemently denied the accusations. Tan insisted at the Senate hearing that he
knew nothing of the transfer for which the bank solely blamed the Jupiter
branch manager Deguito and some of her staff.
Deguito further stated that she questioned the RCBC head office about the
sudden remittance of the huge amount from the head office. The RCBC
settlements division was said to have ignored the red flags on the transfer
and that the Treasury even converted the dollar transfer into pesos before it
was withdrawn from the account of William Go, a depositor who according
to Deguito, was instructed by Kim Wong to open an account on Go’s behalf.
Go claimed that his signature was forged.
The Bank Secrecy Law
At the Senate hearing, a number of Senators lost their temper during the
proceedings over the refusal of the bank officers to reveal detailed

information. RCBC executives headed by Tan, used the country’s bank
secrecy law to preclude them from revealing any information relevant to the
case. Senator Guingona stated that the bank secrecy law does not apply in
this instance since the owner of the stolen money was the Bangladesh
government. Guingona was quoted saying “If you push the consequences,
the Philippines could become blacklisted as a money laundering haven, our
credit ratings could go down and the cost of doing business could go up.”
Guingona further stated that “ Rizal bank failed as an institution. It’s either
the branch or the headquarters that failed but the point is, the bank failed. It
could have been a system failure, human error or there was a conspiracy.”
RCBC said in a statement “The case is an isolated one and has nothing to do
with the bank’s strength and stability. RCBC follows global best practices
but even the most
stringent rules and restrictions are only as good as the people who must
follow them...Definitely we will sanction anybody found to be culpable with
the bank.”
A Conflict of Interest?
Deguito’s counsel, Atty. Ferdinand Topacio expressed his concerns over a
possible conflict of interest that could influence RCBC’s internal
investigation. Tan was represented by the law firm Angara Abello
Concepcion Regala and Cruz Law offices (ACCRA). The head of the RCBC
investigation was headed by Atty. Macel Fernandez (current
Director/CorpSec of RCBC), a former ACCRA official.
Aftermath...
RCBC announced on May 6, 2016 the resignation of Tan as its
President/CEO. The bank however noted that Tan was cleared on any break
of bank rules and policies after an investigation. On May 16, 2016 the local
daily Philippine Star reported Development Bank of the Philippines (DBP)
President Gil Buenaventura was named by the board to lead the beleaguered
bank. The 63 year old seasoned banker steered DBP to its unprecedented
growth in terms of income and total resources. DBP currently belongs to the
top 10 banks in the country. Buenaventura was also the former VP/COO at
BPI and President/CEO of Prudential Bank (when it was acquired by BPI).
Former treasurer Raul Tan (no relation to Lorenzo Tan) resigned in April

and was replaced by Chester Luy as the new head of Treasury.
Deguito was terminated by RCBC weeks after the scandal and was
subsequently arrested by police on Aug. 17, 2016.
According to CNBC (August 5, 2016), the BSP fined RCBC P1B pesos in
relation to failings over the $81M heist, the fine shall be paid in two equal
tranches over a one year period. Buenaventura said that “While the payment
involves a large amount, RCBC believes that this is part of increasing
regulatory oversight and restrictions and we will comply with the resolution.
With this payment, RCBC affirms its continued viability and determination
to fulfill its firm commitment against money laundering, terrorism and other
transnational crimes to ensure the stability of the banking system.”
With this new leadership, RCBC instituted changes in its AML system and
processes, making it among the most prepared in terms of thwarting money
laundering attempts in the country. Time will tell if these measures will deter
further occurrences of money laundering in the country.
Unfinished business….
On Feb. 7, 2018, RCBC faced lawsuits from the Bangladesh Central Bank
and other Philippine authorities have filed charges against Deguito.
On Jan. 10, 2019 Deguito was found guilty of money laundering and was
sentenced 4 to 7 years in prison for each of the 8 counts of money laundering
by the Makati Regional Trial Court. Deguito’s counsel has appealed the
court’s decision due to reason that she could not have acted on it alone.
On May 22, 2019 the DOJ filed money laundering charges against officials
of RCBC allegedly involved with the scandal.
On Sept. 24, 2019 the DOJ and legal officers of AMLC accused RCBC of
suppressing evidence in the money laundering case against some of its
current and former executives.
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Questions for discussion:
1. Was the RCBC President liable? Should Tan be held accountable in this
debacle? Or was it the board who should be primarily responsible?
2. Given the previous Pacific Plans scandal, what implications does this have
on the Yuchengcos as the controlling and majority shareholder?
3. Should the bank secrecy law be used as a defense in this type of
investigation? Should an exception to the rule be allowed, in aid of
legislation, as suggested by Senator Guingona?
4. Is there a valid conflict of interest, as claimed by Deguito’s counsel?
5. Did AMLA fail in its duty of oversight?
6. What actions would you suggest the BOD to take?
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